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Annual Meeting of the Institute 


The annual meeting of the Institute, as 
announced in previous issues of the Bulletin, 
will be held September 21st and 22nd at 
Atlantic City, New Jersey. The customary 
meetings of council will be held September 
20th and 23rd. All persons interested in 
accountancy are cordially invited to attend 
the open meetings on the 21st and 22nd. 

The committee on meetings has selected 
as headquarters the Marlborough-Blenheim 
hotel. All communications regarding reser- 
vations should be sent direct to the hotel. 

Rates and all other information will be 
reported to members in notices from the 
committee. 


Urges Clarity in Bills of Internal- 
Revenue Collectors 


George E. Hutchison ef Chicago, a mem- 
ber of the American Institute of Account- 
ants, has written to the commissioner of 
internal revenue regarding the identification 
of bills sent taxpayers by internal-revenue 
collectors. Heretofore such bills have not 
specified upon what year’s assessment the 
amount charged was to be applied. This 
deficiency has caused accountants and busi- 
ness men great annoyance, since if unpaid 
taxes for more than one year, or any other 
open items, are charged against a firm on the 
books of the collector, much time is wasted 
in determining upon just what account a 
particular bill applies. Confusion has also 
occurred in the records of the collector of 
snternal revenue, when a taxpayer’s pay- 
ment has been credited to the incorrect 


open assessment item on the collectors’ 
books. 


Mr. Hutchison’s letter suggested that 
each bill bear the words ‘‘additional tax for 
the year ,’ or in some other way 
identify the debt for which the bill is sent. 
The replies which have been received from 
the internal-revenue officers seem to show a 
willingness to codperate with taxpayers on 
matters of administration of this sort, and 
it is hoped that Mr. Hutchison’s suggestion 
will soon be adopted. 


Exemption of Americans Abroad from 
Income Tax 


There has been a great deal of discussion, 
and some confusion, among accountants and 
business men generally as to the interpreta- 
tion of section 213, b—-14, of the revenue act 
of 1926, regarding the exemption from in- 
come taxation of Americans abroad. This 
section reads as follows: 


Gross INCOME DEFINED 


Sec. 213. For the purpose of this title, except as 
otherwise provided in section 233— 

(b) The term “gross income”’ does not include the 
following items, which shall be exempt from taxation 
under this title: 

(14) In the case of an individual citizen of the 
United States, a bona fide non-resident of the United 
States for more than six months during the taxable 
year, amounts received from sources without the 
United States if such amounts constitute earned in- 
come as defined in section 209; but such individual 
shall not be allowed as a deduction from his gross 
income any deductions properly allocable to or 
chargeable against amounts excluded from gross 
income under this paragraph. ; 


The definition of earned income is given 
in the following section: 
Sec. 209. (a) For the purposes of this section— 


(1) The term ‘‘earned income’’ means wages, 
salaries, professional fees, and other amounts re- 
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ceived as compensation for personal services actually 
rendered, but does not include that part of the com- 
pensation derived by the taxpayer for personal serv- 
ices rendered by him to a corporation which repre- 
sents a distribution of earnings or profits rather than 
a reasonable allowance as compensation for the per- 
sonal services actually rendered. In the case of a 
taxpayer engaged in a trade or business in which 
both personal services and capital are material in- 
come-producing factors, a reasonable allowance as 
compensation for the personal services actually ren- 
dered by the taxpayer, not in excess of 20 per 
centum of his share of the net profits of such trade or 
business, shall be considered as earned income. 

In construing sec. 213—b—14, the bureau of internal 
revenue has said: 

The place where services are performed and not 
the place where payment for those services is made 
determines whether the compensation is from a 
source within or without the United States. 


C. R. Nash, assistant to the commis- 
sioner of internal revenue, has explained ina 
letter to the National Foreign Trade Coun- 
cil the application of the provisions in this 
section. The letter from Mr. Nash is as 
follows: 


COMMISSIONER OF INTERNAL REVENUE 
Treasury Department 


Washington, D. C- 
March 29, 1926- 
National Foreign Trade Council, 
India House, 
Hanover Square, N. Y. City. 


Sirs: 

Reference is made to your letter of March 20, 1926, 
relative to section 213 (b) (14) of the revenue act of 
1926 providing for exemption of Americans abroad 
from income tax. 

You have been informed that the bureau has made 
a ruling in regard to this provision to the American 
chamber of commerce of Havana in which ruling it 
was stated that the place where the services of a tax- 
payer are performed and not where the payment is 
made determines whether the compensation is froma 
source within or without the United States. You 
also refer to an article by Mr. Mitchell B. Carroll of 
the division of commercial laws, department of 
commerce, published in the United States Daily, 
March 16, 1926, where, in giving an interpretation of 
section (213) (b) (14) it is stated that if the monthly 
pay check of a foreign representative is deposited in 
an American bank to his account, the total thus 
deposited will be exempt even though he draws only 
a part thereof from the bank. You inquire whether 
these rulings are correct in order that you may give 
authoritative information to the many inquiries 
which you receive relative to this section of the law. 

You have been correctly informed that the place 
where services are rendered and not where the com- 
pensation is paid is the controlling factor in deter- 
mining whether compensation represents income 
from sources within or without the United States 
within the meaning of section 213 (b) (14). With 
reference to the article in the United States Daily, you 
are advised that if the foreign representative referred 


to is a United States citizen who has been outside the 
United States for more than six months during the 
taxable year, he is exempt from income tax on such 
portion of his income from sources without the 
United States as represents earned income under the 
definition of section 209, and the fact that his salary 
or commissions were paid to him by a monthly pay 
check deposited to his credit in a bank in the United 
States will not operate to deprive him of any of the 
benefits of sections 213 (b) (14) to which he would 
otherwise be entitled. 
Respectfully, 
C. R. NAsH, 
Asst. to the commissioner, 
by H. C. Armstrong, chief of section. 


The Natural Business Year 


As announced in the Bulletin of the 
Institute for January 15, 1926, the Univer- 
sity of Illinois, through its business-research 
bureau, has been conducting investigations 
and collecting statistics on the question of 
the calendar year versus the fiscal year. 

A letter from the assistant director of the 
bureau was printed in the January Bulletin, 
asking that accountants send the bureau a 
list of industries with which they were ac- 
quainted, indicating the most logical date 
for closing the fiscal year in each business. 

A further letter has been received from 
the bureau, as follows: 


Editor, The Bulletin: 

In gathering information for a bulletin on the 
natural business year we have had a larger per- 
centage of replies to requests for information directly 
from business houses than from public accountants. 
We are ourselves responsible for that unexpected 
situation, I think, because we thoughtlessly sent out 
the inquiry to accountants during their busy season. 
The worst part of the rush is now over and we hope 
the practising accountants who have not yet given us 
their experience will do so now—writing directly to 
me at the University. 

It would only be necessary (1) to list the types of 
business they are most familiar with, and (2) to indi- 
cate for each one the date which is the most logical 
time for ending the fiscal year. Comments upon the 
subject generally or with respect to any specific in- 
dustry would also be very useful, if the accountant 
cares to make any. 

We shall be glad to send a copy of the completed 
bulletin to each one coéperating. 

Yours truly, 
A. C. LittLeton, Assistant Director. 


The question of the natural business year 
is one which has received much considera- 
tion within the profession and is of great im- 
portance in the practice of accountancy. 
Accountants should send the desired infor- 
mation to A. C. Littleton, Bureau of 
Business Research, University of Illinois, 
Urbana, Illinois. 
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Institute to Participate in Manage- 
ment Week 


The American Institute of Accountants, 
by action of the executive committee, has 
become one of the four sponsor organiza- 
tions for management week, to be observed 
at a time in October to be chosen later. 
Cecil S. Ashdown, of New York, has been 
appointed by the president to represent the 
Institute on the national committee in 
charge of arrangements. 

Management week is a period set aside 
each year for discussion by representatives of 
several national organizations of various 
phases of problems related to management 
in any of its forms. Meetings are held in 
many cities, usually with the codperation of 
chambers of commerce, trade organiza- 
tions, boards of trade and civic and techni- 
cal organizations. In past years many 
members and associates of the Institute have 
participated in these meetings by serving 
on the local committees of arrangement— 
in many instances as chairmen—by pre- 
senting papers on the topic chosen, and by 
taking part in the discussions. 

The organization meeting of the national 
committee was held in New York, May 7th, 
with the following men in attendance: 

W. H. Leffingwell, chairman, represent- 
ing Taylor Society; Wallace Clark, Society 
of Industrial Engineers; W. J. Donald, 
American Management Association; Park 
T. Sowden, American Society of Mechanical 
Engineers; Cecil S. Ashdown, American In- 
stitute of Accountants; R. M. Hudson, di- 
vision of simplified practice, United States 
Department of Commerce. 

Waste elimination is the subject chosen 
for discussion during this year’s manage- 
ment week. Appraisal will be made of the 
progress in this important work during the 
last five years. Elimination of waste in 
manufacturing processes and in distribution 
has been the subject of many specific 
recommendations by practising accountants 
in their routine investigations and reports. 
They are familiar with the progress made in 
this direction because of their daily contact 
with the problems of manufacturers and 
merchants, and it is believed that they are 
a position to make valuable contributions 
to the discussion. 

It is the hope of the committee that inter- 
est may be focussed on the gains in efficiency 


of management which have followed the 
surveys of wastes in industry and commerce 
that have been made in late years. Among 
these were the national distribution con- 
ference, in which the Institute was repre- 
sented ; the survey by the Hoover committee 
on elimination of waste in industry, which 
published a report on the subject, and the 
survey made by the committee on business 
cycles and unemployment. 

Specific recommendations as to methods 
of curbing wastes and of stabilizing business 
were made in each of these reports, and it is 
believed that their findings have resulted in 
extensive savings and in the installation of 
modern methods of operation through 
co6perative action by commercial and in- 
dustrial groups, designed to meet conditions 
as revealed. No concerted effort has been 
made to discover the extent of benefits ac- 
cruing from these attacks on waste. 

Detailed suggestions as to the part that 
may be played by members and associates 
of the Institute in this year’s observance 
of management week will be given in later 
issues of the Bulletin, following the comple- 
tion of plans by the national committee. 


President West Addresses Alumni 


William H. West, president of the 
American Institute of Accountants, ad- 
dressed the final spring meeting of the Pace 
Alumni Association at a luncheon held at 
the Machinery club, New York, April 17th. 
He discussed the history of accountancy, 
from the times of the Babylonian empire, to 
the present day. Mr. West said that there 
were records to indicate that the Greeks had 
auditors to check accounts and that they 
were the first to take this forward step. 

Mr. West described the book on double- 
entry bookkeeping written by the monk, 
Pacioli, in Italy, which is believed to be the 
first system of double entry devised. Two 
of the five copies of Pacioli’s book extant 
are in the library of the Institute. Mr. 
West extended an invitation to his hearers 
to visit the library of the Institute and to 
make use of its facilities. Mr. West 
described some of the activities of the 
Institute and gave a brief history of its 
origin. 


Accountancy in Cuba 


The bulletins of the Cuban chamber of 
commerce for October and November, 1925, 
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contain articles on public accounting written 
by José Duran, secretary of the Cuban 
chamber of commerce, and Orlando Lopez 
Hidalgo. The first of these articles is en- 
titled ‘‘A valuable aid to commercial 
development—the public accountant.” 
The writer differentiates between the 
accountant and the bookkeeper and defines 
public accounting. A short description of 
accountancy as practised in the United 
States and England is given, and the 
author then narrates the development of 
public accounting in Cuba. He says that 
American accountants in Cuba have done 
much to bring the possibilities of the pro- 
fession to the attention of young men of 
Cuba. 

The second article is entitled “Brief 
historical review of the development of 
public accountancy in the United States,”’ in 
which the rise of the profession is traced 
from its origin in Scotland and England to 
its inception in the United States and its 


progress since that time. Quotations from 
an article entitled ‘‘ Early days in American 
accountancy’’, which appeared in The 
Journal of Accountancy in January, Feb- 
ruary and March, 1925, were used by the 
author to illustrate this discussion. Eng- 
lish translations of both articles are on file in 
the library of the Institute. 


Railway Accounting Officers 
Association 


The Railway Accounting Officers Asso- 
ciation has prepared and distributed the 
agenda for the thirty-eighth annual meet- 
ing of the Association. The agenda is 
composed of 347 printed pages and con- 
tains details of the coming annual meeting, 
the order of business for the meeting, the 
reports of all committees, proposed amend- 
ments to the constitution of the association 
and the roll of membership. 


BOARD OF EXAMINERS 


The president of the Institute has de- 
clared elected as of May 5, 1926, 6 appli- 
cants for full membership and 9 for asso- 
ciate membership, and has announced the 
advancement of 13 associates to full mem- 
bership. These elections took place as a 
result of the recommendations of the board 
of examiners which were approved by the 
council at its meeting of April 12th. The 
newly elected applicants are as follows: 


For advancement to membership: 
Rudolph H. Anderson, Minneapolis 
Manoel S. Carneiro, San Antonio 
Jesse R. Carter, San Francisco 
Alfred H. Coe, Wilmington 
Nelson G. Culp, Chicago 
Francis J. Farrey, Boston 
Joseph Henry Gilby, Chicago 
Joseph M. Kane, Chicago 
Frederick M. Kehn, Boston 
<— Miller, Elizabeth, N. J. 

illiam H. Segur, Providence 
Leland G. Sutherland, Los Angeles 
Emil G. Wunner, San Francisco 


For admission as members: 
Maurice Alfred Burlinson, St. Louis 
Daniel D. Ewing, New Orleans 
Iver R. Johnson, Chicago 
Harold James Matteson, Duluth 


William Lawther Vernon, Cairo, III. 
C. William Wittman, Jr., Houston 


For admission as associates: 
Karl H. Becker, Boston 
Stewart C. Brown, Milwaukee 
Harvey C. Daines, Chicago 
Thomas Riggs Dempsey, Los Angeles 
Andrew Glenn Elder, Seattle 
Willis W. Findley, Little Rock 
Hugh H. Hite, Chicago 
Allan Muddiman, Washington, D. C. 
James C. Olive, Indianapolis 


The semi-annual examinations of the 
American Institute of Accountants were 
held May 13th and 14th. The following 
states used the examination questions pre- 
pared by the Institute examiners: 

Alabama, Arkansas, California, Colorado, 
Delaware, Florida, Idaho, Illinois, Indiana, 
Kansas, Louisiana, Maine, Massachusetts, 
Minnesota, Mississippi, Missouri, Nebraska, 
Nevada, New Hampshire, New Mexico, 
North Dakota, Oregon, Rhode Island, 
South Carolina, South Dakota, Texas, 
Utah, Vermont, Washington and Wyoming. 

Several states which codperate with the 
Institute did not hold examinations this | 
month. 
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REGIONAL MEETINGS 


Boston 


The New England regional meeting of 
the American Institute of Accountants will 
be held at Boston in conjunction with an 
annual outing of the Massachusetts Society 
of Certified Public Accountants, June 21st. 
The business meeting, which will include 
the reading of technical papers and ensuing 
discussions, will take place at 10 A. M. in 
the Chamber of Commerce building, Bos- 
ton. The accountants attending the meet- 
ing will then travel by boat to the Pem- 
berton Inn, several miles from the city, 
where the afternoon will be devoted to 
baseball and water sports. The committee 
has made arrangements for golf at con- 
venient courses in order that those who 
wish to visit the links during the afternoon 
may be able to return to the inn in time for 
dinner. There will be dancing at the inn in 
the evening. All persons interested in ac- 
countancy are cordially invited to be 
present at the meeting. The general chair- 
man is C. Oliver Wellington of Boston, 
and Chester R. Union of Providence is 
secretary. 


Cleveland 


A regional meeting of the Institute will 
be held at the Hotel Cleveland, Cleveland, 
Ohio, May 22nd. The programme for this 
meeting was published in the April 15th 
issue of the Bulletin. This region com- 
prises Indiana, Ohio, Michigan, West 
Virginia and the western sections of Penn- 
sylvania and New York. All accountants 
from these states are urged to be present at 
the meeting. 


Jackson 


A regional meeting of the Institute was 
held at Jackson, Mississippi, May 10th and 
1ith. The programme for this meeting 
was published in the April Bulletin. Full 
details will be given in the Bulletin for June. 


Minneapolis 


A regional meeting of the Institute is to 
be held at the Curtis hotel, Minneapolis on 
the date of publication of this Bulletin, 
May 15th. The programme follows: 


Morning Sessions 
9:00 A. M. 
Registration 
Address of welcome 
Discussion 
Some contrasting legal and accounting conceptions; 
Henry Rottschaefer, professor of law, Univer- 
sity of Minnesota. 
The American Institute; W. H. West, president 
of the American Institute of Accountants. 
How the accountant can assist the examining 
officer; J. P. Jensen, bureau of internal revenue, 
Minneapolis. 
Round-table conference 
Income-tax practice and procedure. (It is ex- 
pected that representatives of the board of tax 
appeals and of the bureau of internal revenue 
will speak on this subject.) 


Luncheon 
12:45 P. M. 


Speaker, George W. Dowrie, dean of the school of 
business, University of Minnesota. 


Afternoon Session 


2:00 P. M. 
Discussion 
The public accountant’s approach to the small 
manufacturer’s problem; Claire I. Weikert, 
chairman, National Laboratory of Cost Inves- 
tigations. 
Defects in the monthly profit-and-loss statement; 
W. B. Castenholz. 
A basis for rate making for public utilities; 
H.C. J. Peisch. 
Presentation of evidence; Maurice Stoffer. 
Round-table conference 


Evening Session 
6:30 P. M 


Banquet. Strictly informal. National officers of the 
nstitute will speak. Entertainment. 


Meeting of Accountants in Atlanta 


A meeting of southeastern accountants 
was held in Atlanta, Georgia, April 21st 
and 22nd. The meeting was designed to 
bring together all accountants from Georgia 
and surroundings states. Joel Hunter de- 
livered an address of welcome to an audi- 
ence of approximately 100 accountants. 
George S. Harris spoke on cotton-mill cost 
accounting and a discussion followed his 
address. At the end of the morning session 
a luncheon for the ladies who were guests 
at the meeting was served at the Atlanta 
Woman's club. Proceedings were resumed 
at 3 o'clock, when J. E. Wilson spoke on 
the essentials of a commercial audit, and 
his address was followed by a discussion of 
the subject. J. L. Respess discussed fiscal- 
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year closings for seasonal businesses, and 
after a discussion of his paper, the meeting 
adjourned for the day. On the second day, 
April 22nd, Walter Mucklow spoke on the 
1926 income-tax law. After luncheon sight- 
seeing tours were arranged to visit places 
of interest in the vicinity of Atlanta. A 
photograph of the accountants attending 
the meeting was taken at Stone mountain. 
It was resolved that the next meeting of 
southeastern accountants would be held 
in Asheville, North Carolina. George T. 
Rosson was elected permanent chairman, 


and D. H. McCollough was chosen as sec- 
retary. At 7:30 a banquet was served, at 
which speeches were made by the following: 
W. H. West, president of the American 
Institute; C. R. Dawson, chairman of the 
Georgia state board of accountancy; W. H. 
James, George T. Rosson, Walter Mucklow, 
C. R. Whitworth, D. H. McCollough, 
Professor Thomas H. Noel, of the Georgia 
Institute of Technology, and A. P. Rich- 
ardson, secretary of the American Institute. 
Joel Hunter was toastmaster. Dancing 
followed the banquet. 


STATE LEGISLATION 


The legislative reporting service of the 
American Institute of Accountants has 
reported the adjournment of the legisla- 
tures of the following states: Kentucky, 
Mississippi, New Jersey, New York, South 
Carolina and Virginia. 


New York 

The New York legislature adjourned 
April 23rd. 

New York assembly bill No. 1627 (senate 
bill No. 1290) known as the Hutchinson- 
Downing bill, was defeated on the floor of 
the assembly, April 22nd, by a vote of ap- 
proximately 2 to 1. 

The bill was opposed by the New York 
State Society of Certified Public Account- 
ants and by the American Institute of Ac- 
countants. 

The Cuvillier bill to regulate the practice 
of public accountancy, which was sponsored 
by the New York State Society of Certified 
Public Accountants, was not reported out 
of committee. 

Of the other bills reported in the Bulletin 
for April 15th, only senate bill No. 1160 and 
house bill No. 225 survived adjournment. 
Senate bill No. 1160 amends the penal law 
making it a misdemeanor to communicate 
information derived in the course of em- 
ployment from the books of accounts, rec- 
ords, papers or files of the employer. The 
bill was approved by the governor and has 
become chapter 706 of the laws of 1926. 
The text is as follows: 

An act to amend the penal law, in relation to com- 


munication of information secured in the course of 
employment. 


The people of the state of New York, represented 
in senate and assembly, do enact as follows: 

Section 1. Article fifty of the penal law is hereby 
amended by adding thereto a new section to follow 
section five hundred and fifty-three, to be section 
five hundred and fifty-four, to read as follows: 

Sec. 554. Communication of information ob- 
tained in the course of employment. Any person 
who, having obtained or derived information in the 
course of his employment, from the books of account 
or from records, papers or files belonging to or in the 
custody of his employer, publishes, circulates or in 
any other manner discloses such information without 
the consent of such employer, or threatens so to do, 
or aids or encourages such publication, circulation or 
disclosure, or threatens to aid or encourage the same, 
and any person who, knowing or having reason to 
believe that such information was so obtained or 
derived, publishes, circulates or in any other manner 
discloses such information without the consent of 
such employer, or threatens so to do, or aids or 
encourages such publication, circulation or dis- 
closure, or threatens to aid or encourage the same, is 
guilty of a misdemeanor. 

Sec. 2. This act shall take effect immediately. 


House bill No. 225 has become chapter 65 
of the laws of 1926. This bill amends the 
stock corporation law by permitting invest- 
ment companies to create and issue shares 
of stock. The text of the bill is as follows: 


An act to amend the stock corporation law, in 
relation to preferred and common eam. 

The people of the state of New York, represented 
in senate and assembly, do enact as follows: 

Section 1. Section eleven of chapter seven hundred 
and eighty-seven of the laws of nineteen hundred and 
twenty-three, entitled ‘‘An act relating to stock 
corporations, constituting chapter fifty-nine of the 
consolidated laws as last amended by chapter four 
hundred and forty-one of the laws of nineteen hun- 
dred and twenty-four,” is hereby amended to read as 
follows: 

Sec. 11. Preferred and common shares. 


Every 
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stock corporation shall have power to create and 
issue shares of stock. Every such corporation, ex- 
- a corporation organized under the banking law 

ther than an investment company, shall have power 
to create and issue two or more classes of shares, with 
such designations, preferences, privileges and voting 
powers or restrictions or qualifications thereof as the 
certificate of incorporation, or other certificate 
creating such shares and filed pursuant to law, pro- 
vides; but no shares which are entitled to preference 
in the distribution of dividends or assets shall be 
designated as common stock or shares. | 

Sec. 2. This act shall take effect immediately. 


Rhode Island 


In Rhode Island, house bill No. 952 (re- 
ported in the April Bulletin) provides that 
any mortgage company issuing or guaran- 
teeing bonds or certificates of indebtedness 
of federal land banks shall have its accounts 
and consolidated statements audited at 
least once a year by a certified public ac- 
countant. This bill was approved by the 
governor, April 27th. 


COMMITTEE ACTIVITIES 


Special Committee for Placements 


The committee in charge is gratified at 
the progress which has been made in the 
work of the bureau for placements. Ap- 
proximately 140 applications for positions 
with accounting firms have been received 
from students representing over 45 colleges. 
These applications seem to indicate that 
young men of ability will be available as 
junior accountants through the agency of 
the bureau. 

Many of the questionnaires sent to ac- 
counting firms have been returned and it 
appears that by the end of June members of 
the Institute will be ready to employ a 
number of applicants through the bureau 
for placements. 

At recent meetings the committee has 
outlined a plan of procedure which, it is 
hoped, will prove satisfactory. As appli- 
cations are received they are carefully 
reviewed by an expert in personnel manage- 
ment and are classified in order of de- 
sirability. The committee then examines 
the applications to confirm this classifica- 
tion. Personal interviews are arranged 
between applicants and members of the 
Institute in their vicinity, and if the reports 
of such interviews conform to the commit- 
tee’s original judgment the applicants who 
appear to be satisfactory are placed on an 
approved list. Applicants will be allotted 
to employers who desire men on the basis of 
geographical convenience, although em- 
ployers who desire graduates of certain 
colleges will have their requests fulfilled so 
far as is possible. 

The committee for placements meets 
each week to consider applications and to 


formulate policies of administration which 
will be fair and satisfactory to employers 
and applicants. Several applicants have 
already been accorded interviews and it is 
expected that the actual placement of men 
will begin in the near future. 

Accounting firms who may need juniors 
in July, September or December are urged 
to notify the committee of the approximate 
number of men desired as it is important 
that the positions available be known at the 
earliest possible date. 

All communications should be addressed 
to the Bureau for Placements, American 
Institute of Accountants, 135 Cedar Street, 
New York. 


Special Committee on Public Affairs 


A service that has been more and more 
demanded of the committee on _ public 
affairs by members and by various organi- 
zations is the preparation of special reports 
and of suggested programmes of activity. 
These reports and suggested programmes 
usually discuss matters with which members 
have been brought into contact through 
their public-service activities. 

With the coédperation of the librarian of 
the Institute the committee has been able 
through the bureau not only to make sug- 
gestions as to public services that may be 
performed, but to provide material to be 
used in such public service and in prepa- 
ration of speeches and of articles. 

Interest in such topics as commercial 
arbitration of disputes and prevention of 
business frauds, which has been stimulated 
by publication of letter-bulletins on these 
subjects, has resulted in the making of in- 
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vestigations and in the performance of 
other public services in various parts of the 
country by members and associates and by 
many organizations. 

Special reports have been prepared by the 
bureau of public affairs upon the status of 
commercial arbitration in many states, and 
methods have been outlined whereby efforts 
for the enactment of new statutes may be 
made in an organized way. Inanumber of 
states determined efforts will be made in 
1927 to bring about legislation on this sub- 
ject, and plans are being made even now for 
informing the business public of the advan- 
tages of the use of arbitration in the settle- 
ment of business disputes, and as to the 
particular legislative needs of the states. 

As indicated in letter-bulletin 5, this 
committee has information regarding the 
main provisions of existing arbitration laws 
in all the states, and has, also, a list of the 
organizations in the principal cities which 
are interested in promoting the use of ar- 
bitration. The committee urges members 
and associates to familiarize themselves 
with the provisions of arbitration laws in 
their home states. 

The arbitration committee of the chamber 
of commerce of Cleveland, Ohio, of which 
Lewis Wintermute is chairman, is conduct- 
ing an active campaign to learn the wishes 
of business men in that city relative to ar- 
bitration, and to present the facts as to 
what has been accomplished through arbi- 
tration elsewhere. It is also studying the 
Ohio law to discover in what respects, ifany, 
it needs strengthening. Other members of 
this Institute are serving on the Cleveland 
chamber’s arbitration committee. The 
accountancy profession is playing an im- 
portant part in the solution of this question. 

In Cincinnati, Ohio, the chamber of com- 
merce has an active committee on arbi- 
tration, with which Ernest A. Roden is 
coéperating. It is studying the status of 
arbitration in Ohio. 

The school of business administration of 
the University of Texas is using letter-bul- 
letins 1 and 5, on arbitration, as texts for 
its senior students in accounting, the supply 
of each of these publications having been re- 
quested by George Armistead, a member of 
the committee on public affairs. 

The Louisiana State University is using 
the letter-bulletins issued by the com- 


mittee as texts for the advanced students 
in its department of commerce, and has 
asked that 30 copies of each of the letter- 
bulletins issued be provided for that pur- 
pose. 

The Baltimore Association of Credit 
Men, in the April number of its bulletin, 
published an extended notice descriptive of 
letter-bulletin 5 on federal arbitration. 
Credit men throughout the country have 
shown great interest in this letter-bulletin. 

The National Food Brokers Association 
in acknowledging receipt of a copy of letter- 
bulletin 5 on federal arbitration, said 
that the association took pride in the fact 
that sixteen years ago it established a 
national uniform plan of arbitration of dis- 
putes arising between buyers and sellers of 
wholesale products, and that the plan has 
worked with remarkable success. 

Public Affairs Information Service of 
New York has printed in several of its pub- 
lications announcements of the letter-bulle- 
tins issued by the bureau of public affairs. 

More than 200 state, city and university 
libraries have sent in requests for the letter- 
bulletins issued by the committee, and have 
asked to be listed to receive all future letter- 
bulletins. Scores of miscellaneous requests 
for the publications are being received 
weekly. 


Report blanks for April were not sent out 
by the committee on public affairs, through 
an error by the printer. In spite of this 
lapse, 24 members and associates reported 
some sort of public service, the items num- 
bering 32, including 14 speeches, 5 pub- 
lished articles, and 13 items of service on 
committees and similar activities. The 
report blanks accompanying this issue of 
the Bulletin as it goes to members and asso- 
ciates provide for reports of public services 
during April and May. 

Several members of the Institute have 
served as presidents of chambers of com- 
merce. The latest to be elected to such an 
office is Richard M. Crane of Denver, Colo- 
rado. Service in chambers of commerce is 


urged by this committee as a most effective 
means of making available in public affairs 
the special equipment possessed by public 
accountants. 

Newspapers of Havana, Cuba, have been 


as 


| 
| 
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giving the American chamber of commerce 
of Cuba credit for bringing about the en- 
actment of that part of the federal revenue 
law which exempts from United States 
income-tax liability the incomes of Amer- 
icans residing outside American territory. 
William P. Field, Havana, a member of the 
Institute, is president of the American cham- 
ber of commerce of Cuba, and he directed 
the campaign resulting in the enactment of 
this amendment which means the saving 
of many thousands of dollars annually to 
Americans living in Cuba. 


Mr. Field was re-elected president of the 
American chamber of commerce of Cuba at 
a meeting held March 17th. The election 
was by acclamation and according to the 
Havana Post it was a deserved compliment to 
President Field’s administration ‘‘during 
which the chamber has done much valuable 
and praiseworthy work.’’ Among the ac- 
complishments of the chamber during the 
year in which Mr. Field was president was 
the successful campaign for the ratification 
of the Isle of Pines treaty. 


NEWS OF LOCAL SOCIETIES 


Connecticut Society of Certified Public 
Accountants 


The annual meeting of the Connecticut 
Society of Certified Public Accountants was 
held at the Hof-Brau Haus, New Haven, 
April 14th. Dinner was served at 6:30 
P. M. The address of the evening was 
delivered by Professor Edgar L. Heermance 
on the ethics of certified public accountants. 
Reports of committees were received at the 
business session, and the following officers 
were elected for the ensuing year: board of 
governors, Charles F. Coates and Irville A. 
May; president, S. Earl Shook; vice-presi- 
dent, William Z. White; secretary, Henry 
Knust; treasurer, Frederick W. Child, and 
auditor, Lewis Sagal. 


Maine Society of Certified Public 
Accountants 


A meeting of the Maine Society of Cer- 
tified Public Accountants was held April 
2nd, at Portland. Ellen Libby Eastman 
spoke on her auditing experiences in Greece, 
and Curtis J. Birkenmayer gave an address 
on public accountancy. 


Michigan Association of Certified 
Public Accountants 


The Michigan Association of Certified 
Public Accountants held its regular quar- 
terly meeting at the Union League club, 
Detroit, April ist. After the banquet the 
business session was held. It was resolved 
that the Michigan Association arrange for a 
convention to be held in Detroit, May 14th 


and 15th, at which all certified public ac- 
countants of the state and all those public 
accountants who were granted certificates 
of authority under the new law should be 
invited to attend. It was announced that 
R. H. Montgomery had consented to speak 
at this convention and arrangements are 
being made to obtain several other speakers. 
It was announced that certificates would be 
presented at this convention to accountants 
who passed the last C. P. A. examinations 
and also that the certificates of authority for 
public accountants would be presented. 
Robert Davidson is chairman of the pro- 
gramme committee; W. H. Van Tifflin heads 
the committee on arrangements, and Cyril 
N. Bullock is chairman of the publicity 
committee. W.T. McConnell, president of 
the Michigan association, is general chair- 
man for the convention. 

The quarterly meeting closed with an 
address by Elmer E. Staub on the subject 
‘Some aspects of Germany.”’ His remarks 
were confined largely to observations re- 
lating to adjustment problems which fol- 
lowed the close of the war. A vote of thanks 
was given the speaker. 


North Carolina Association of Certified 
Public Accountants 


The North Carolina Association of Cer- 
tified Public Accountants announced its 
semi-annual meeting to be held May 6th, 
7th, and 8th at the University of North 
Carolina. The meeting was to be held in 


conjunction with the school of commerce of 
the University and addresses on technical 
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subjects were planned. Students and pro- 
fessors of the school of commerce were to 
participate in the meeting. The programme 
was arranged by a joint committee of the 
association and members of the university. 


Northern Ohio Chapter of the Ameri- 
can Institute of Accountants 


Howard E. Murrary of Akron, Ohio, has 
recently been elected president of the North- 
ern Ohio Chapter of the Institute as a suc- 
cessor to Arthur E. Chandler who died 
April ist. 


Ohio Society of Certified Public 
Accountants 


The Ohio Society of Certified Public 
Accountants held a meeting April 9th in co- 
operation with the Robert Morris Associates, 
at Columbus. Raymond Link addressed 
the meeting on the relationship of the 
banker and the certified public accountant, 
stressing the importance of the certified 
audit report in the extension of credit. 
R. V. Bowland and W. E. Langdon of the 
Ohio Society also spoke at the meeting. 


Pennsylvania Institute of Certified 
Public Accountants 


The Pennsylvania Institute of Certified 
Public Accountants held its annual meeting 
at the Art club, Philadelphia, on April 19th. 
The following officers were elected: 

President, Henry C. Magee; vice-presi- 
dent, Gardner W. Kimball; secretary, R. J. 
Bennett; treasurer, Will-A. Clader; auditor, 
Paul S. Gibson, and directors for a term of 


two years, George Wilkinson and Charles S. 
Rockey. 

The report of the secretary showed a 
material increase in the number of mem- 
bers and a successful year in the activities 
of the Institute as a whole. The reports 
of officers and committees indicated that 
the Pennsylvania Institute was becoming 
more influential and efficient each year, and 
also that the status of the profession in 
Pennsylvania is becoming higher as time 
goes on. 

G. W. Kimball led a discussion on the 
merger of large trust companies, which led 
to an interesting debate. The secretary of 
the American Institute of Accountants, who 
was a guest at the meeting, spoke on recent 
legislation related to accountancy. 


Rhode Island Society of Certified 
Public Accountants 


At a recent meeting of the Rhode Island 
Society of Certified Public Accountants the 
following officers were elected for the en- 
suing year: president, Ernest L. Goodman; 
vice-president, George E. Comery; secretary 
and treasurer, William H. Segur; board of 
executive committee, George B. Clegg, Sr. 
A committee was appointed to draft and 
submit at the June meeting a code of pro- 
fessional ethics for the society. 


Virginia Society of Public Accountants 


The regular spring meeting of the Vir- 
ginia Society of Public Accountants will be 
held at the Richmond hotel, Richmond, 
Virginia, at 10 A. M., May 29th. All ac- 
countants who may be interested in at- 
tending this meeting are cordially invited. 


REVIEWS 


Many of the articles and speeches re- 
viewed in the Bulletin are on file in the 
library of the Institute. 


W. B. CASTENHOLZ—“* THE NEWER 
IDEALS OF ACCOUNTANCY” 


An address delivered before the American 


Bookkeepers Association, Chicago, Decem- 
ber 12, 1925. | 


The speaker first mentioned the prevalence of the 
struggle between the old and the new—in science, 
in politics, in social conditions, in religion. New 


thought is always originally opposed and condemned, 
and yet after a period of time the small minority of 
innovators often prove their theories and bring 
about a general adoption of their ideals. The same 
struggle between modern methods and established 
custom prevails in the profession of accountancy. 
According to the speaker there seems to be a great 
deal of opposition to the installation of up-to-date 
cost systems, the lack of which deprives manu- 
facturers and merchants of a knowledge of the cotss 
of their activities. A large part of the economic 
progress of Germany before the war was due to the 
accurate knowledge of German producers of the 
costs of their production and distribution. 
Old-fashioned depreciation methods also are still 
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in vogue in many of our industries. Many manu- 
facturers still cling to the 5 per cent. or 10 per cent. 
annual depreciation rates, regardless of the extent 
to which depreciable property is being used. De- 
preciation is a use charge and has no relationship 
to 5 or 10 or to any arbitrary percentage. Machin- 
ery does not depreciate because of its existence over 
a period of years, but because of the use which is 
made of it at any time. 

The accountant must set himself an ideal of in- 
telligent planning, generally called budgetary con- 
trol, which estimates quotas of sales in various ter- 
ritories and forecasts as accurately as possible the 
receipts and disbursements of a business. To be a 
real aid to business the accountant must provide 
accounts which will almost automatically analyze 
the operations of a business structure and which will 
serve as correctives to business ills. Management is 
most effective as it uses tools of adequate information 
and accountants can be of immense value in provid- 
ing these tools. Management accounting is a func- 
tion of accountants which the terminology of writers 
and speakers is beginning to include. 


FREDERICK G. COLLEY—‘‘ PROPHECY 
VERSUS HISTORY” 


Article published in the New York 
Credit Men’s bulletin. 


In introducing his article Mr. Colley says that 
too many credit men base their judgment of a cus- 
tomer on his history, without proper consideration 
of his possible future activities. What a customer 
has done in the past may serve as a general indicator 
of his prospects, but it is important only in an aca- 
demic sense and should not be given undue weight. 
Many customers have shown an untarnished record 
and have become a “bad debt’’, and many others 
after repeated failures have gained sound credit. 
Therefore, a credit man should not be unduly in- 
fluenced by his mental attitude caused by the client’s 
record, without careful consideration of his plans for 
the future. 

Budget operation is a valuable basis for granting 
credit. A credit man should obtain from each cus- 
tomer a budget—a description of what he plans to 
do with the credit granted him. Scientific budget 
making and budget operation are often neglected 
in the current practice of credit extension. Well 
defined plans and a definite purpose, and the 
knowledge and ability of the client in his business 
are important credit features. Budgeting is merely 
an intelligent and studied projection into the future. 
A comparison of present budget and past records 
should afford to the credit man a quite accurate 
gauge of his customer’s potentialities. 


ORRIN R. JUDD—“ WILL CONTESTS” 


An address before the Trust Company 
section of the American Bankers Associa- 
tion, New York, February 17, 1926. 


Mr. Judd said that a will contest is begun by 
filing objections to the admission to probate of a 
written instrument propounded as a last will and 
testament of a deceased testator. The usual grounds 
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for contesting a will, according to the speaker, are, 
first, that the alleged will was not executed by the 
testator in the manner required by law; second, that 
the testator at the time of making the will was not 
of sound mind and memory and capable of making a 
will; third, that the execution of the will was obtained 
by undue influence; fourth, that the execution of the 
will was obtained by fraud and misrepresentation. 
Other grounds that are sometimes alleged are that 
the will is a forgery or that it has been revoked. No 
one can contest a will except those who would re- 
ceive the property if the will were set aside; that is, 
the testator’s kin and heirs at law. Any such person 
may file with the court an answer and objections to 
the petition for probate on any or all of the grounds 
above mentioned, and may demand a trial of the 
issues thus raised. Will contests are expensive and 
often productive of personal hatred, and many 
testators seek to prevent contests by writing an 
intimidation clause into their will, providing that 
anyone who contests the testament will lose his 
right to any of the property bequeathed therein. 
However, courts will not always enforce such pro- 
visions. Any provision construed by the court as 
contrary to public policy or to the policy of the law 
will be disregarded. The exact conditions under 
which intimidation clauses may be enforced are 
greatly confused in the laws of the United States 
and England. Generally a legatee who objects to 
the probate of a willon reasonable and proper grounds 
is not deprived of his legacy even if he fails to prove 
beyond reasonable doubt that his objections are 
sound. The filing of objections is a contest and 
violates any no-contest condition. Even though 
the objections are withdrawn they may accomplish 
the purpose of forcing a settlement with the con- 
testant and to this extent defeating the purpose and 
will of the testator. Asking for a construction of 
the will from legal advisors can not be considered a 
contest. Some wills are so obscure in meaning 
that the courts must construe their intent. The 
rights of an infant beneficiary would not be affected 
by the filing of objections by a special guardian of the 
infant. The speaker closed his address with a 
quotation from a Connecticut decision, explaining 
the nature of a will contest. 


J. H. KAUFFMAN—“ ACCOUNTANCY IN 
GOVERNMENT” 


Article published in Highway Topics, 
February, 1926. 


Mr. Kauffman opens his article with quotations 
from several poets and philosophers which are 
chosen to illustrate the necessity for advancement 
and improvement in the manner of administration as 
government expands. The increasing complications 
in state administration have made necessary the 
establishment of sound accounting principles in 
state government. The profession of accountancy 
has expanded enormously in its relations with every 
activity except government. Practically every 
state has passed legislation regulating the practice of 
accountancy and innumerable private and corres- 
pondence schools now offer excellent courses in this 
subject of study. Pennsylvania is a good example 
of scientific accounting in government. A short 
time ago its accounts were placed on a sound basis 
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and the then prevailing confusion was soon clarified. 
Accountancy aids a comprehension of facts and 
truths that are essential to good judgment and 
efficient action. Government in times of peace has 
failed to apply the principles of business that are 
practically indispensable. The intricate tax struc- 
ture, the interrelationship of governmental debts and 
the great volume of receipts and expenditures of 
every government now demand an adequate system 
of accounting. Graft and misappropriation of 
government funds could be checked by efficient 
accounting. Many existing evils of government 
that inspire the public with confusion or indifference 
could be done away with by good accounting. 
People should be educated to realize this and urged 
to use the power of their votes to achieve so desirable 
a condition. The certified public accountant deals 
with facts and conditions. He is impervious to the 
selfish interests of politicians, office-holders or 
individual business men. If efforts are directed 
toward honesty, economy, simplicity, service, 
reduction of taxes and expenditures, etc. the estab- 
lished principles of accountancy must be applied. 
Accountancy leads toward government of the 
people, by the people and for the people in its truest 
sense. 


ARTHUR M. LOOMIS—‘ MORTALITY IN 
BUSINESS” 


Address before the Oakland Advertising 
Club, Oakland, California, January 6, 1926. 


The speaker considered as alarming the statistics 
indicating the high percentage of business mortality 
in the United States. Authentic records show that 
approximately eight out of every ten business enter- 
prises eventually become failures, and their losses 
are shared by creditors and investors. Mr. Loomis 
suggested that business men in analyzing business 
mortality follow the example of life-insurance 
companies which analyze the causes for mortality of 
human life to reduce the risk of loss or failure in 
insuring life to a minimum. The speaker said that 
the causes for success or failure in business may be 
summarized under the following headings: initial 
capital available, business policy adopted, publicity 
and sales activities, accounting methods 

Although a few enterprises have become success- 
ful without initial capital, no business man should 
expect his creditors to carry the financial load. If 
the ‘‘shoe string’ route to success is attempted, 
investors, creditors and bankers should be fully 
advised of the conditions. 

A slip-shod business polfcy or sharp practice 
frequently results in failure. Fair treatment of 
everyone with whom the firm comes in contact leads 
to a healthy business condition. 

The third point relates to advertising and sales 
policy, and the success of these depends largely on 
the ethical principles of the business itself. Adver- 
tising men must be interested in the business and 
should have a voice in its administration in order 
that full coéperation may be obtained between 
advertising and production departments. 

The accounting methods of a concern may be the 
Pivot upon which success or failure swings. Eff- 
cient accounting methods should disclose past 
mistakes and should indicate advantageous policies 
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for the future. The chief accountant should be able 
to tell the advertising department to what extent 
and in what mediums to advertise; he should inform 
the sales manager as to the proper limit of salaries 
and what lines of merchandise will be most profitable. 
An accounting system is an individual problem and 
must be adapted to the needs of the particular 
business. No accounting system should be installed 
without investigation of these individual requisites. 

Efficiency in these four fields of activity, the 
speaker said, would reduce business mortality to a 
minimum. 


A. J. LYNN—“SOME FUNDAMENTALS 
OF BUSINESS EDUCATION” 


Article published in The Balance-Sheet, 
February, 1926. 


Mr. Lynn opens his discussion by dividing the 
fundamentals of commercial education into the 
following units: 


1. The end and purpose of industrial organization 
2. The work to be performed in the conduct of 
industrial society in order to carry out its 


purpose 

3. The kind of training necessary properly to fit 
— and women for clerical or executive 
work. 


The foundation of industrial organization is the 
science of economics, which the writer defines as 
dealing with the satisfaction of human wants. 
Economics comprises all forms of business activity 
which may be subdivided into units—chiefly: single 
proprietorship, partnerships and corporations. The 
worker who is able to adapt himself most success- 
fully to his environment will progress most rapidly, 
and, therefore, in preparing for business it is ad- 
vantageous to study the science of economics upon 
which commercial activity is based. Business is not 
an exact science, but rests upon economic theory 
as engineering rests upon physics and mathematics. 
Education as a means of producing efficiency in 
business has obtained increasing recognition recently, 
and the large number of commercial schools in this 
country is testimony of the recognition which is 
now accorded the well-trained worker. Education 
is not a purveyor of wholesale information, but is 
intended to develop innate faculties. Business 
schools have come to realize that they are training 
future business leaders as well as capable workers, 
and they have adopted their curricula with this in 
mind. Commercial education heretofore has been 
narrowly vocational, but it is beginning to imply 
a broad understanding of the theories underlying 
commercial activities. 

The writer’s second point is a consideration of the 
work to be performed in industrial society. The 
major activities of industry are market adminis- 
tration, purchasing and production; and American 
business executives and teachers have further sub- 
divided these functions into selling, advertising, 
financing, credits, collections, personnel adminis- 
tration and record keeping. These activities are 
fundamental and will be encountered in any position 
that the young man or woman may obtain. Each 
major activity must be organized so that its com- 
ponent units may achieve the desired result. Besides 
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the satisfaction of human needs, profit must result 
from every business unit if it is to exist. The rapid 
development of distribution and machinery has led 
to huge organizations, and it necessitates careful 
control and capable leaders to maintain efficiency. 
The highly centralized and detailed systems of 
operation tend to decrease the capacity for leader- 
ship and greatly to increase the number of me- 
chanical and clerical workers. The successful oper- 
ation of the major activities of business requires a 
diversity of types of ability. 

The third fundamental is the kind of training 
necessary. Aside from a cultural education, a 
commercial course must include general and specific 
subjects. Commercial geography, economics, and the 
theories of business administration should give the 
student an understanding of the organization and 
functions of business as a whole. Commercial law 
should be studied for a general knowledge of the law 
as applied to business transactions. Written and 
spoken English is an absolute necessity. Arith- 
metic, bookkeeping, accounting and stenography 
are more specific studies which serve as tools to 
obtain a desired result. A training in the relation 
of accounting to management facilitates the stu- 
dent’s comprehension of business from two angles. 
Stenography and typewriting afford an entry to 
business where more important and remunerative 
business may be obtained. Secretaries and exec- 
utives are often recruited from the ranks of stenog- 
raphers. 


THEODORE I. SCHNEIDER—“ THE 
ADVANTAGES OF A BUDGET SYSTEM” 


The fourth of a series of articles published 
in Women’s A pparel Merchant, March, 1926. 


The writer states that scientific control in a 
business requires control of the speed under which 
the business operates. He uses as a simile the 
automobile, and compares the speedometer with the 


budget, each being an indicator of rates of travel. 
The amount of turnover of inventory, accounts re- 
ceivable and investment, must be kept within 
reasonable limits. For example, a merchant whose 
capital is not limited, and whose budget calls for 
sales of $800,000 during the period of a year, may 
calculate that the cost of the merchandise to be sold 
will be 73 per cent. of the $800,000, approximately 
$584,000. With unlimited capital the merchant 
may easily purchase all this merchandise at the 
outset and gradually diminish his stock as sales 
progress. At the end of the period he will have 
converted the $584,000 stock, at cost, to $800,000 of 
accounts receivable or its equivalent. With un- 
limited capital this would involve little risk and 
would not injure his credit. 

However, assume that the merchant’s capital is 
$25,000, and that he is desirous of achieving the 
same volume of sales. If he converts his entire 
capital into inventory and sells on credit terms he 
will be obliged to replenish his stock at frequent 
intervals in order to consume in the year mer- 
chandise of total cost of $584,000, to attain annual 
net sales of $800,000. If sales increase at a rate in 
excess of $35,000 or more a month and if the selling 
terms are on sixty days, he will be compelled to buy 
merchandise on credit, and as the rate of sales 
increases credit will have to increase correspondingly. 
Such conditions make it unsafe for a small business 
man to do business at a high rate of speed, as his 
investment is in danger, as well as the investment 
of those who have granted him credit. In planning 
the budget the following financial ratios, measuring 
the speed of the business, must be taken into 
account: turnover of inventory, turnover of accounts 
receivable and turnover of investment. These three 
items must be maintained in a safe proportion. For 
the small investor to indulge in a high rate of turn- 
over is hazardous. It is the function of the budget 
to prevent such over-expansion. The three financial 
ratios listed are known as velocity ratios, because 
they indicate the rate at which a business is going in 
a particular direction. 


COURT DECISIONS 


Federal 


The supreme court of the United States 
tested the validity of an Illinois statute 
that no-par stock shall be deemed to have a 
fixed value for the purposes of franchise 
taxation. The Illinois corporation act, as 
amended in 1923, provided that certain 
domestic corporations should pay an annual 
franchise tax of five cents on each one hun- 
dred dollars par value of their authorized 
capital stock, and that stock of no par value 
of a corporation should be considered for 
purposes of fixing the tax to have a par value 
of one hundred dollars a share. 

A certain corporation had 10,000 au- 
thorized shares of no-par stock issued for a 
consideration of approximately five dollars 
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a share. The corporation tendered to the 
state taxing authorities a tax computed at 
the rate of five dollars a hundred of the 
actual consideration received. The secre- 
tary of state refused to accept the amount 
and the corporation filed a bill for manda- 
tory injunction to compel acceptance of the 
amount as full discharge of the tax liability 
and to enjoin collection of a larger amount. 

The supreme court held that the tax was 
valid. A state may impose a franchise tax 
on a domestic corporation measured by its 
authorized capital stock. Furthermore, 
the corporation here had issued all its au- 
thorized stock and could not reply on the 
theoretical ground that if it had not issued it 
all it might be discriminated against. The 
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tax is on the privilege granted by the state 
for the issuance of no-par-value stock. A 
classification founded upon such real differ- 
ences is not unreasonable and the discrim- 
ination is not prohibited by the fourteenth 
amendment. (Roberts & Schaefer Co. v. 
Emmerson.) 


Federal statutes of 1916 and 1919 im- 
posed on domestic corporations organized 
for profit a tax ‘‘with respect to carrying on 
or doing business” at certain rates for the 
fair value of the capital stock, and exempted 
such corporations ‘‘not engaged in busi- 
ness’’ during the preceding taxable year. 

A New Jersey corporation needed to bor- 
row sums of money to develop mines owned 
in Chile. Under Chilean law the mines 
could not be effectively mortgaged, so the 
company could not give direct security for 
bonds. Accordingly a new company was 
organized in Delaware to hold the capital 
stock of the original company, to issue bonds 
secured by pledge of the stock, and to fur- 
nish the proceeds from time to time to the 
original company for carrying on the work. 
The Delaware company authorized collat- 
eral trust funds to be secured by pledge of 
the stock, issued part of them, deposited the 
proceeds in a trust account, paid expenses 
of the issue and made provision for accrued 
interests on the bonds. All technical de- 
tails necessary to keep up a corporate 
existence were observed. Proceeds of the 
bonds were advanced to the original com- 
pany, which made interest payments on 
loans and other payments to the Delaware 
company. Despite its activities, the Dela- 
ware company claimed that it was exempt 
from the tax since it was ‘‘not engaged in 
doing business,” and brought suit to recover 
taxes alleged to have been erroneously col- 
lected. The court held that this company 
was not exempt. It was organized for 
profit and was doing what it was organized 
to do in order to realize profit. Although 
there may have been but one business en- 
gaged in by the two companies, if two 
corporations were necessary to carry it on, 
each must be taxed. 


A ruling regarding the state transfer tax 
as a deduction in ascertaining the taxable 
income of an estate was made by the su- 
preme court of the United States in Keith 
v. Johnson, April 12, 1926. 


In 1917 a resident of New York died in- 
testate and his administratrix paid the 
state a transfer tax according to law. On 
filing the estates’ federal income-tax return 
for 1917 she claimed that the state transfer 
tax was deductible, and paid the income tax 
under protest. If the deduction had been 
made there would have been no taxable in- 
come. When action was brought to re- 
cover the amount paid, the government 
contended that the state transfer tax was 
not imposed on the estate, and was not 
deductible in calculating the tax on the in- 
come of the estate. The supreme court 
held that the transfer tax was deductible 
and that the amount paid could be re- 
covered. The transfer tax was payable out 
of moneys and other properties of the estate, 
and was so paid. While this lessened the 
amount for distribution among the heirs, it 
can not be said they bore any part of thetax, 
and no part of the tax could be taken by 
them as a deduction in calculating their 
federal income taxes. 


California 


Wilful refusal of a bankrupt to answer 
questions required by a referee in an exami- 
nation under the bankruptcy act constitutes 
a ‘“‘criminal contempt,” according to a 
recent decision of the district court, N. D. 
California, S.D. (Jn re Stein, No. 13967.) 
A deficiency of somewhat more than 
$38,000 was disclosed by the referee’s ex- 
amination of the schedules of the bankrupt, 
and the latter persisted in refusing to explain 
the shortage. No answers could be elicited 
beyond stubborn evasions such as, ‘‘I don’t 
know.” The court found the bankrupt 
guilty of criminal contempt and fixed a 
sentence of three months’ imprisonment. 


New Jersey 

A decision regarding a_ stockholder’s 
right to examine the books of a corporation 
was made by the supreme court of New 
Jersey in the case of McMahon v. Dispatch 
Printing Co. et al, No. 243. The petitioner 
applied for mandamus to examine the books 
of the defendant corporation, he himself 
being a shareholder in the company. The 
legal rules which apply in this case provide 
that a stockholder may examine the books 
of a corporation where the application is 
made in good faith, and is germane to his 
rights, and where the inspection of the 
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books may be of value to the stockholders. 
In this case, however, there was no evidence 
that the affairs of the company had been in 
any way mismanaged, or that an examina- 
tion of the books would prove of any benefit 
to the stockholders. The application for 
the writ was denied. 


New York 


In a decision of the supreme court of 
New York, appellate division, first depart- 
ment, in the case of People v. Isaac G. 
Johnson & Co., there was included a defini- 


tion of a “proper judicial order’’ for the 
disclosure of tax information. It is as 
follows: ‘‘Proper judicial order,’’ within 
tax law, 219-i, prohibiting disclosure of 
information contained in tax reports 
““except in accordance with proper judicial 
order,’ refers to order necessitated in 
actions or proceedings in which publicity 
of report is incident to judicial proceeding 
which would be ineffective without public- 
ity, and such order can not be made unless 
integrity of report itself is attacked and 
defended as main and not merely collateral 
issue. 


HERE AND THERE 


Dempsey & Moreton announce the re- 
moval of their offices, April 1st, from suite 
836 to suite 508 Security building, Los 
Angeles, California. 


L. T. Diebels, 485 California street, San 
Francisco, announces the admission to 
partnership of W. R. Henry, Jr. and Peter 
Haugaard, under the firm name of L. T. 
Diebels & Co. 


Charles R. Ditman announces the re- 
moval of his office to 512 Citizens National 
Bank building, Baltimore, Maryland. 


Ellis, Pinkerton & Co., 30 North LaSalle 
street, Chicago, Illinois, announce that 
Joseph G. Terry has been admitted to 
membership in the firm. 


Gottheimer-Getz & Co. announce the 
removal of their offices on April 15th, 1926, 
to 570 Seventh avenue, New York. 


Haskins & Sells announce the opening of 
a branch office in the Johnston building, 
Charlotte, North Carolina. 


Harold J. Kress announces the opening of 
an office May ist at 113 Myrtle street, 
Roselle, New Jersey. 


Namson & Young announce the removal 
of their offices from the Higgins building to 
the new Board of Trade building, 111 West 
Seventh street, Los Angeles, California. 


Price, Waterhouse & Co., Kansas City, 
Missouri, announce the removal of their 
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offices on April 26th to the Federal Reserve 
Bank building. 


Simonoff, Peyser & Citrin, 1 Madison 
avenue, New York, announce that Morris 
Levinson has been admitted to membership 
in the firm, March 15th. 


Cecil S. Ashdown, New York, spoke on 
“Some problems connected with branch 
accounting before the New York chapter of 
the National Association of Cost Account- 
ants, April 13th. 


Alexander S. Banks, New York, at a 
meeting of the Credit Association of the 
Building Trades of New York, held the last 
week in April, discussed the present and 
future economic conditions of the country 
as affecting building operations. 


Grant L. Bell was re-elected president of 
the Scranton chapter of the National Asso- 


ciation of Cost Accountants, at a meeting 
held April 27th. 


Reynold E. Blight presided at a dinner of 
the Los Angeles chapter of the National 
Association of Cost Accountants on April 
20th. The dinner was given in honor of 
Clinton Scovell, president of the organiza- 
tion. On April 28th, Mr. Blight addressed 
the Los Angeles chapter of the Reserve 
Officers Association on the national defense, 
and on April 30th he spoke before a mass 
meeting in Los Angeles on the importance 
of the public schools. 
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Norman G. Chambers, New York, wrote 
an article on how to deduct net business loss 
of the previous years, which appeared in the 
March 2nd issues of the Chicago Journal of 
Commerce and the LaSalle Street Journal. 


A. J. Eby, Harrisburg, Pennsylvania, ad- 
dressed the Anthracite Arts Association of 
Sunbury, Pennsylvania, March 6th, on 
bookkeeping, the art; the senior classes of 
the Enola and Marysville High Schools, 
March 19th, on ‘‘Don’t forget the best’’; 
and the Accountants’ club of Beckley Col- 
lege, March 31st, on the club and the pro- 
fession. 


E. E. Gore, president of the Chicago 
Crime Commission, discussed, before the 
Cincinnati chamber of commerce forum at a 
meeting held April 6th, the question, ‘‘What 
can be done to meet the menace of in- 
creasing crime in the United States?”’ 


David Himmelblau, Chicago, is the au- 
thor of an article on depreciation and ob- 
solescence which appeared in the March 
22nd issue of Manufacturers’ News. This 
subject was the basis of an address which 
Mr. Himmelblau made before the sixth 
annual tax congress held under the auspices 
of the Illinois Manufacturers’ Costs Associa- 
tion at Chicago, March 2nd. 


John T. Madden, of New York Univer- 
sity, addressed the annual alumni meeting 
of the school of commerce, finance and ac- 
counts of the University, April 15th. Dr. 
Madden’s subject was the value of bankers’ 
and creditors’ influence over the votes of 
stockholders in displacing bad management 
in industry. 


Alexander F. Makay, New York, is the 
author of an article, on opportunities in 


accounting, published in the February 
Delia Sig. 


Harry C. McCluskey, York, Pennsyl- 
vania, addressed the Cost Accountants 
Association of York, March 15th, on ac- 
counting control of cost figures. 


Joseph J. Mitchell and Norman G. Cham- 
bers were co-authors of the income-tax 
guide which appeared in the Boston Herald 
of February 27th. 


Lewis A. Oates, Miami, was the author 
of an article, ‘Progress of Miami from an 
auditor’s angle,” which was published in 
The Miamian for February and in the 
Miami Tribune of February 19th. 


Charles F. Rittenhouse, Boston, under 
the auspices of the state university exten- 
sion, is instructing a preparatory class for 
those who plan to take certified public ac- 
countant examinations. 


John R. Ruckstell, San Francisco, spoke 
on the future possibilities in the field of 
accounting, at the University of Nevada at 
Reno, on April 23rd. 


O. W. Schleeter, Charleston, South Caro- 
lina, served as treasurer of the mayor’s com- 
mittee of the Thirteenth National Foreign 
Trade Convention, held in Charleston, April 
28th, 29th and 30th. 


Hiram T. Scovill, Urbana, Illinois, is the 
author of Elementary Accounting, Part II, 
recently published as a textbook on account- 
ing procedure for use in colleges and uni- 
versities. 


Leon E. Vannais, Hartford, Connecticut, 
addressed the Buffalo chapter of the Na- 
tional Association of Cost Accountants, 
March 25th, on distributing administration 
costs. Mr. Vannais has been appointed a 
member of the general committee for the 
New England regional conference of the 
same organization. 


C. Oliver Wellington, Boston, addressed 
the Buffalo chapter of the National Associa- 
tion of Cost Accountants, April 22nd, on 
how to read a balance-sheet and operating 
statement. 


S. H. Wolfe, New York, is the only ac- 
countant member of the war department 
business council, composed of fifteen leaders 
of business and finance, recently formed by 
Dwight F. Davis, secretary of war. 


Ernest E. Wooden, Baltimore, spoke be- 
fore the students of the Forest Park, Mary- 
land, High School, March 26th, on public 
accounting. 
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